110 STAT. 1784 PUBLIC LAW 104£188S2AUG. 20) 1996 


(1) bv_ striking_"as vrovided in 
sbparagfaph  (B an 
inserting "as OLE E wise provided in this 
paraarabh", a 

(2)bv strikina ' ‘section 1367(b)(2)(AJ® and 
insertina "section 
1367(a)(2 


SEC. 1310. TREATMENT OF S CORPORATIONS UNDER 
SUBCHAPTER) C. 
Subsection (a) of section 1371 (relatina bi 


annlication of 
chapter C rules) is amended tor as follows: 

f(a) APPLICATION OF SUBCHAPTER C RULES xcept as other- 
wise provided in this title, and except to the extent 
inconsistent 
with this subchapter, subchapter C shall apply to an S 
corporation 


and its shareholders) 

26 USC 13 SEC. 131. ELIMINATION OF CERTAIN EARNINGS AND PROFITS. 
(a) IN GENERALIDI FS 

( a corporation was an electing small business 


corporation 
under subchapter S of chanter 1 of the Internal Revenue Code 
of aoe for any taxable year beginning before January 1, 1983 


an 
(2) such corporation is an S corporation under 
subchapter 
S of chavter 1 of such Code for its first taxable year beginning 
after December 31. 1996. 

the amount of such _ cornorationis accumulated 


earninas and vrofits 
(as of the beainnina of such first taxable vear) shall 
be reduced 


bv an amounf equal to th@ portion (if any) of such 
accumulated 
earninas and wrofits which were accumulated in anv 


taxable vear 
beainnina before Tanuarv 1! 1983! for which such 
corvoration was 


a electing small business corporation under such 
ubchantear GS 


(b) CONFORMING AMENDMENTS\ 
(1) Paraaranbh (3) of secti 1362(d), as amended by section 
1308, is amende 
(3) by striking "SUBCHAPTER C" in the 
paraaranh head- 


ing and inserting See aaa enacts ikiflg [subchapter C 
stri subchapter C" in 
subpvaraaravh (A)(i)(1) by 7 . 


and inserting ' ‘accumulatedil and 
C) ay striking subparagraph (B) and 
eae atina 
the following subpafaaFapvls accordinalv. 
(2)(A) Subsection (a) of section 1375 is 
amended bv strikina 


"subchanter C" in paragraph (1) and inserting 
"accumulate 
(B) Paraaravh (3) of section 1375(b) is 
amended to read 
as follows: 
"(3) PASSIVE INVESTMENT INCOME. ETC.2&2The 


terms ; ; Dassive 
investment income! and gross receipts' have the 


same respec- 
tive meanings as when used in paragraph (3) of 
sectio 
1362(d 
(5) The section heading for section 1375 is 
amended bv 
striking "subchapter C" and inserting "accumulated". 
(6) The table of sections for part III of 
subchapter S of 
chapter 1 is amended bv strikina "subchapter C" in the item 
relating to section 1375 and inserting "accumulated". 
(3)Clause (i) of section 1042(c)(4){A) is amended 
bv strikina 
"section 1362(d)(3)(D)"# and inserting "section 
1362(d)(3)(Q". 
SEC. 1312. CARRYOVER OF DISALLOWED LOSSES AND 
DEDUCTIONS 
UNDER AT-RISK RULES ALLOWED. 


Paracravh (3iZof section 1366(d) (relatin@ _to 


carrvover of _ dis- 
allowed losses and deductions to vost-termination 
transition period) 


is amended bv adding at the end the following new 
subparagraph: 


